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KEY ECONOMIC INDICATORS - The Bahamas 


All values in U.S. §$ million unless otherwise indicated. 


TOURISM 

Total Foreign Arrivals 

of which - Stopovers 
Cruise 
Transit 

Stopover visitors 

of which - USA 
Canada 
UK/Europe 
Other 

Visitor Days 

of which - hotel 


Average length of stay 
(days) 
Tourist Expenditures (est.) 


MONEY AND PRICES 

M1@ 

Savings 

Fixed Deposits 

Interest Rates: 

Prime Rate 

Discount Rate 

Treasury Bill Rate (ann.av.) 
Retail Price Index-Nassau 
Retail Price Index-Freeport? 


BALANCE OF PAYMENTS & TRADE 
Government Revenue 
National Debt° 
Public Service Ratio©& 
Official Foreign Reserves 
Balance of Payments (% 
change in Int. Reserves) 
Visible Balance of Trade@ 
Exports f.0.b.4 

U.S. share 
Imports c.i.f. 

U.S. share 


CONSTRUCTION 
Building starts - Nassau 
Number 
Value ($ millions) 
Building starts - Freeport 
Number 
Value ($ millions) 


Footnotes 


1976 
1,403,640 
939 ,910 
404,620 
55,080 


706,670 
143,000 
60,870 
29,150 
6,309,990 
4,056,040 


1977 
1,381,100 
965 ,420 
352,940 
61,078 


726 ,400 
144,980 
65,970 
28,070 
6,720,780 
4,484,800 


150.1 
47.9% 

223.3 
7353 


Exchange Rate: 
US$1.00 = B$1.00 


1978 % Change 
1,706,940 19% 
1,176,120 18% 

449 ,620 22% 

67,000 9% 


904,640 20% 
146,780 1% 
90',520 27% 
34,180 18% 
8,191,950 18% 
5,596,110 20% 


Tia 
500.0 


114.5 
65.5" 


TT ae 


9.5% 

3.08% 

3.24% 
756.5 
136-5 


167.8 
226.0 
21.4 


89.40 


27.15 


N/A N/C 
N/A N/C 
N/A N/C 

N/C 


-6% 
+11% 


-9% 
13% 


(a) Ml = currency in active circulation plus demand deposits with banks and Central bank; 


(b) Dec. 1971+100 for Nassau; March 1974 = 100 for Freeport; 


(c) Interest & Redemption/ 


Govt. Revenue; (d) All trade figures exclude oil because statistics on oil when available 
are unreliable; (E) Three quarters only for 1978; N/C means not comparable because data 
for 1978 is lacking for fourth quarter; N/A means data is not available. 





SUMMARY 


The unprecedented boom in tourism continued into 1979 with ar- 
rivals up 7.3 percent for the period January-April 1979 compared 
with the corresponding period in 1978. This boom has contributed 
to major construction plans for expansion or renovation of hotel 
and resort facilities in Nassau, Freeport, and several"Family Is- 
lands," particularly Eleuthera. As a further consequence, a number 
of U.S. airlines have sought and are about to receive Civil Aero- 
nautics Board (CAB) approval to begin regular commercial air 
service to The Bahamas. 


The number of individuals employed in the banking and trust sec- 

tor continues to remain relatively stable. The Government, however, 
is actively encouraging growth in its second industry by the promo- 
tion abroad of banks and trusts and also the related financial 
activities of captive insurance companies, ship registration, and 
offshore company registration. 


The Government has initiated a 3-year capital development program 
for 1979-81 with major projects in eight sectors totaling $139 
million. It provides new opportunities for American suppliers of 
capital equipment and services in the implementation of these 
projects. 


Although unemployment continues to be a concern, particularly on 
New Providence, problems associated with inflation are of equal 
concern to the Government and the private sector. 


While the Bahamas Government actively encourages foreign investment, 
some potential investors have been partially discouraged by the re- 
cent reemphasis of Bahamianization as it applies to foreign owner- 
ship of certain kinds of businesses. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Bahamas is a stable upper middle income developing country 
whose economy has mostly recovered from the 1973-74 worldwide re- 
cession. In 1978 real gross domestic product (GDP) increased 5-6 
percent, probably due to the turnabout in tourism arrivals and in- 
creased construction and service activities connected with the 
tourism sector. If the present trends continue through 1979, real 
GDP may increase 3-4 percent over 1978. 


Despite the resurgence of the tourist industry, unemployment re- 
mains a serious problem because of an expanded labor force composed 
of teenagers unable to find jobs after leaving school. Although 
the Government has not published the results of its recent labor 
surveys, unemployment probably exceeds 15 percent and may even con- 
stitute 20 percent of the labor force. However, unemployment is 
more acute on New Providence (Nassau) because of internal migration 





of the unemployed from the "Family Islands" to the capital in search 
of better opportunities. 


Until recently, The Bahamas has had one of the lowest inflation 
rates for the Caribbean area. Presently the inflation rate approx- 
imates 7 percent, double that of last year. Of the large number of 
3-year labor contracts that expire in 1979, wages and the eroding 
effects of inflation are becoming the principal bargaining issue. 


The Government has begun a capital development program for 1978-81, 
with projects in eight sectors totaling $139 million; $85 million 
in external financing is being sought, principally from the World 
Bank and Inter-American Development Bank. This diversification ef- 
fort seeks to help cushion an open economy heavily dependent on 
tourism and highly susceptible to fluctuations in world economic 
conditions. 


Tourism Sector: The unprecedented boom in tourism continues, with 
arrivals for January-April 1979 up 7.3 percent over the correspond- 
ing period in 1978, which was the best year for tourism in Baha- 
mian history with foreign arrivals registering a 19 percent increase 
over 1977. U.S. residents accounted for 76 percent of the stopover 
(overnight) visitors in 1978. The Ministry of Tourism's operating 
budget for 1979 has been increased 21 percent to $14.9 million. 

The Ministry is trying to attract the untapped Latin American mar- 
ket and to double the number of arrivals from Europe. 


Tourism continues as the mainstay of the economy and accounts for 
more than 75 percent of the gross domestic product and over 28,000 
jobs in this service economy. Since Pan American suspended com- 
mercial air service to The Bahamas in 1976, a principal Government 
objective has been to secure Civil Aeronautics Board approval for 
increased U.S. commercial air service to The Bahamas, particularly 
from the Northeastern United States. As a result of the U.S.- 
Bahamas Air Service investigation, the CAB last December granted 
American Airlines an exemption authority for Pan Am's New York- 
Nassau route. American Airlines began service on February 15. On 
March 8 a CAB administrative law judge recommended the CAB approve 
multiple permissive route authority for regular commercial service 
for 13 U.S. airlines between 27 points in the United States and all 
points in The Bahamas. 


With the problem of airline access to The Bahamas largely resolved, 
the tourism sector began experiencing a shortage of hotel rooms 
during the winter season just ended--particularly on New Providence. 
The government-owned Hotel Corporation has tried to ease this short- 
age--the Corporation's Balmoral Beach Hotel is being enlarged by 

150 new rooms; its Emerald Beach Hotel is being replaced by a $60- 
million, 736-room five star hotel, mini-convention center and enter- 
tainment complex. In Freeport the Corporation plans to complete 
renovation of its 260-room Lucayan Beach Hotel, with a casino com- 
plex to be completed in early 1980. 





In the private sector, the French-based Club Med in 1978 opened a 
$10-million village with 334 guest rooms on Paradise Island, Nas- 
sau--the largest resort to be built since 1967. In addition, Club 
Med opened another village with 300 guest rooms in Eleuthera. The 
British hotel chain Trust Houses Forte is considering plans for a 
$100-million resort facility to accommodate up to 2,000 people. 
Smaller resorts are presently under construction in Nassau, Free- 
port, and Abaco. 


In Freeport, DevCo, the development company of the Port Authority 
Group, has invested $13 million into tourism promotion and capital 


development and may spend a further $50 million over the next 3 
years. 


The Ministry of Tourism is about to commission a private contractor 
to complete a "Family Island" tourism study to determine where the 
Government should concentrate its infrastructure for tourism 
development--particularly in the islands where the largest tourism 
growth potential remains untapped. 


Finally, The Bahamas has two U.S. Government preclearance units-- 
Nassau and Freeport--which adds to the tourism attraction. 


Financial Sector: The Bahamas is now firmly established as a major 
international banking center with more than 285 banks and trusts. 
Seventeen new licenses were authorized by the Central Bank in 1978; 
190 have licenses to deal with the public and 82/are restricted. 
The Euro-currency market is a key to the banking activity with more 
than 97 Euro-currency bank branches, 79 of which are American. The 
trust business has developed because of The Bahamas' status as a 
tax haven. 


In July 1978 the Government-owned Bahamas Development Bank (BDB) 
opened to provide loans to encourage local investments in tourism, 
agriculture, fishing, and small business. To date, the BDB has 
authorized more than $1.5 million in loans. 


For the past several years about 2,000 individuals or 9 percent of 
the labor force has been involved in the financial sector. The Gov- 
ernment, to further expand the local financial base in 1977, began 
ship registration. In addition, the Government in 1978 changed the 
insurance regulations to encourage the location of "captive insur- 
ance companies" in The Bahamas. Offshore company registration con- 
tinues as an important element of this sector. 


Industrial Sector: This sector accounts for 8-9 percent of the 
GDP. However, it remains basically stagnant as compared with 2 
years ago. It is limited by the near absence of natural resources 
and -high labor costs. 


The mining of aragonite at Ocean Cay, salt at Inagua and Long Is- 
land, and rum in Nassau are major export industries. The industrial 
center is Freeport, where the Bahamas Oil Refining Company's refinery 
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and transshipment terminal and Burmah Oil's transshipment facility 
are located. The Bahama Cement Company reopened in 1978 when it 
was purchased by a Luxembourg corporation from U.S. Steel. Other 
important Freeport industries include pharmaceuticals, rum, li- 
gueurs and alcohol, and spiral steel pipe. 


Local industry includes a soft drink bottling plant, a canning plant, 
costume jewelry production, straw handcrafts, perfume and cologne 
production, dairies, and a cottage industry of hand print fabrics. 


Agriculture and Fisheries: This sector accounts for about 2-3 per- 
cent of the GNP. Local vegetable, fruit, and poultry production 
has risen from $10.5 million in 1974 to $16.6 million in 1977 (ex- 
clusive of live animals). About 80-85 percent of food continues to 
be imported, however, despite a Government effort to reach self- 
sufficiency in certain agricultural products by 1980. 


Maintenance and protection of the resources of the Bahamian 200-miles 
fisheries zone continues to be a main Government policy objective. 
Value of landed fish in Nassau for 1978 is as follows: crawfish 
tails, $5.3 million (90 percent exported); fresh conch, $402,526; 
groupers, $374,512; snappers, $218,597; and grouper fillets, $334,595. 


Trade Patterns and Figures: The major exporters of oil into The 
Bahamas continue to be Saudi Arabia, Nigeria, and Libya. The pe- 
troleum, and a few refined products, and reexported from Grand Ba- 
hama Island to primarily the Northeastern United States. The United 
States, Canada, and the United Kingdom are the Bahamas' principal 
non-oil trade partners. 


More than 55 categories of Bahamian products benefited from the U.S. 
System of Generalized Preferences (GSP) in 1978. Because of sub- 
stantial new capital inflows resulting from the tourism boom (esti- 
mated 1978 expenditures exceeded $500 million), the balance of pay- 
ments (percent change in international reserves) moved from a $5.9 
million deficit in 1976 to a surplus exceeding $27 million at the 
end of 1978. Official foreign reserves remain stable at about $90 
million--almost double the level of 2 years previously. 


Although the value of construction starts in Freeport increased in 
1978 to $3.5 million, this level remains modest when compared with 
the boom period of the 1960s. The number of building starts in 
Nassau during 1978 decreased slightly, but the value increased to 
$26.9 million--with about 90 percent in residential construction. 


Government Policy and Action: The basis for the Government's pol- 
icy on development, diversification, and investment is expressed in 
the 1972 White Paper on Independence. Its basic premises are three- 
fold: effective control over the national economic environment; 
maximization of benefits to The Bahamas from domestic and foreign 
investment; and increased Bahamian ownership. This policy was 
further echoed by the Prime Minister in 1975. 





The Minister of Labour and Home Affairs recently elaborated on 

the Government's philosophy of economic Bahamianization and an- 
nounced guidelines to investors. The areas of the economy ex- 
clusively reserved for Bahamian citizens are: wholesale and 

retail distribution up to $2 million in value; commission agents 
engaged in the import and export trade; real estate agencies; 
public transportation by land, sea, and air; newspaper and magazine 
publication, advertising, and public relations; interior decorating; 
cinemas, theaters, nightclubs, and restaurants (except gourmet eth- 
nic restaurants); construction up to $2 million in value; service 
establishments such as hair dressing, barbering, automotive and ap- 
pliance repairs; guest houses and hotels of 25 rooms or less; fish- 
ing; and farming up to 25 acres. These areas can be effectively 
Bahamianized, including transfer of ownership, by 1982. 


The Government defines majority Bahamian ownership as a business 
that has 60 percent of its voting shares beneficially owned by 
Bahamian citizens and controlled by a Board of Directors, 60 per- 
cent of whose membership are Bahamian citizens. The Minister said 
the following eight are in this category: wholesale and retail 
distribution valued at more than $2 million; international sea and 
air transportation; construction valued at more than $2 million; 
debit insurance; hotels of 26 to 100 rooms; manufacturing primarily 
for the local market; water and electricity generation and distri- 
bution; farming up to 500 acres. 


The Minister further warned that: exchange control permission, 
though an essential prerequisite for foreign investment in The Ba- 
hamas, should not be regarded as permission to engage in an area 
reserved for Bahamians; the Government will not encourage or tol- 
erate Bahamians acquiring businesses on unfair terms. National- 
istic blackmail is not an instrument of Bahamianization policy; 

nor will expropriation be an instrument of government policy in 
fostering Bahamianization; and the Government will deal firmly with 
anyone who seeks to evade national policies by putting a Bahamian 
up front as a show piece. 


IMPLICATIONS FOR THE UNITED STATES 


Trade Prospects: The United States is the trading partner of The 
Bahamas and accounts for about 70 percent of its non-petroleum ex- 
ports and imports. U.S. consumer goods have the competitive edge 
because Bahamians are heavily exposed to Miami television, radio, 
and newspaper advertising, and because of the shorter delivery 
time, lower freight costs, ease of ordering, and better financing. 


American exporters of capital goods and services should benefit 
from the Government's implementation of its 1979-81 Capital Devel- 
opment Program totaling $139 million in the following projects: 
crops and dairy production, agricultural credit and marketing 

(total cost $20 million); the development of fishing fleets and ex- 
pansion of existing handling and marketing facilities ($20 million); 
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forestry development ($6 million); development of the tourism 
potential of the "Family Islands" ($30 million); urban development 
and planning ($25 million); health and population control ($12 
million); and education development ($10 million). 


Investment Outlook: Foreign investment continues to be encouraged 
by the Bahamas Government. Prime Minister Pindling, with a group 
of officials, toured Europe early in 1979 to woo investors. He 
outlined the advantages of The Bahamas as a tax haven, emphasizing 
concessions to be granted under the Hotels and Encouragement Acts. 
However, some potential investors have shown concern about the 
Bahamianization plan, which was reemphasized by the Minister of 
Home Affairs in March. The Plan's Government Policy and Action 
section outlines hoped-for ownership by Bahamians of many busi- 
nesses that presently have significant foreign investment. 


Foreign and local investors in The Bahamas benefit from the coun- 
try's tax haven status. There are no corporate, capital gains, 
profits, or personal income taxes. Other incentives for investors 
are offered through the Industries and Hotel Encouragement Acts. 
These grant relief from import duties for plant machinery, tools, 
equipment, raw materials, and in the case of hotels, the material 
and furnishings imported for starting a hotel. 


U.S. investments totaling $1.38 billion at the end of 1977 account 
for more than half the foreign direct investment in The Bahamas. 
The largest single U.S. investment is the BORCO refinery and trans- 
shipment terminal ($335 million book value) with the tourism sector 
accounting for the major share of other U.S. investments. Other 
estimated major direct foreign investment is: United Kingdom-- 
$145 million; Canada--$130 million; and Germany--$20 million. 


The Ministry of Economic Affairs should be the initial point of 
contact for foreign investment proposals and clarification of re- 
cently announced Bahamianization guidelines. Its address is: 

P.O. Box N-4596, Nassau, The Bahamas. In addition, the Bahamas 
Development Corporation, P.O. Box N-3034, Nassau, The Bahamas, will 
assist with inquiries. 


The American Embassy postal address is: P.O. Box N-8197, Nassau, 
The Bahamas. Tel. (809) 322-1700 or 1701. 


* U, S. GOVERNMENT PRINTING OFFICE : 1979—281-058/172 





